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The Rise in Prices
RENEWED ADVANCES in industrial output
and prices in recent months have accom-
panied continued strength in dpmands.
Industrial production has reached a new
high this autumn, slightly above the ad-
vanced level extending from September
1955 through this spring. Increased sup-
plies of some basic materials have per-
mitted further gains in output of producer
equipment. Following a reduction in the
spring because of curtailments in auto as-
semblies, production of consumer goods has
expanded to new high levels.
Prices of industrial materials and finished
goods have been rising since mid-1955 ex-
cept for an interruption this spring, and wage
rates and transportation costs have ad-
vanced. In October wholesale prices of in-
dustrial commodities averaged 7 per cent
higher than in mid-1955 and 20 per cent
higher than before the Korean outbreak in
mid-1950. Prices of farm products have
strengthened this year, following a steady,
substantial decline from the record high of
early 1951. In October they were some-
what above a year earlier, but 25 per cent
below the 1951 peak and 6 per cent below
mid-1950.
Consumer prices have advanced 2 per
cent in 1956 and are at a new high. Higher
retail prices for foods were responsible for
most of the increase during the spring.
Rental rates and service costs also have ad-
vanced and, with wholesale prices rising
again since midyear, prices of various other
consumer products have increased.
The current advance in industrial com-
modity prices is the third sustained rise since
World War II. From 1945 to late 1948,
prices rose 45 per cent. After a small de-
crease during the 1949 recession, they rose
15 per cent from mid-1950 to early 1951.
The subsequent decline, confined mainly to
materials, was small. After the rise to this
autumn, industrial commodities averaged 5
per cent above the 1951 peak and 17 per
cent above the 1948 peak.
The first two postwar advances in prices
occurred mainly because of the effects of
war. In the first period, Federal price con-
trols were removed and prices responded to
the accumulated demands and liquidity of
the immediate postwar years. In 1950, hos-
tilities in Korea created fears of renewed
shortages and inflation, and both consumers
and businesses added to their stocks of
goods. At the same time, there was a sharp
expansion in orders and outlays for national
security programs.
The rise in prices since mid-1955, in con-
trast, has resulted mainly from influences
other than war. While national security ex-
penditures have been large, they have
changed little since late 1954 at a level much
below the peak of the Korean conflict. Also,
business inventory accumulation has been
smaller in relation to the size of the economy
than in the earlier periods of price advance.
A significant feature of the recent expan-
sion has been the confident attitude of busi-
ness, labor, and consumers toward longer
run economic prospects. This attitude has
been reflected in a greater willingness to
make commitments for capital expenditures
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and wage increases for a considerable period
ahead.
Workers in steel and other basic industries
have received wage advances this year, and
pay increases have been widespread in non-
industrial lines of activity. Average rates of
pay in nonagricultural lines of activity, ex-
clusive of fringe benefits, were about 7 per
cent higher in October than in mid-195 5, ac-
cording to a national index. Total employ-
ment has expanded further since mid-195 5,
and total personal income is up 8 per cent.
Some recently negotiated labor contracts in
major industries provide for future as well as
current increases in wage rates; they also ex-
tend the coverage of automatic wage adjust-
ments based on changes in the Bureau of
Labor Statistics consumer price index.
In late October when hostilities broke
out in the Middle East, prices of a number
of world-traded commodities—such as rub-
ber, tin, and copper—advanced somewhat.
The rise in prices was not extended in the
days following the immediate reaction. Traf-
fic through the Suez Canal has been inter-
rupted, increasing the time and cost of
delivery for some commodities. At the
same time, the flow of oil from the Middle
East has been affected, and domestic prices
for some fuel oils have advanced.
INDUSTRIAL COMMODITIES
The rise of 7 per cent in average wholesale
prices of industrial commodities since mid-
1955 reflects a broad advance. During the
economic recovery from mid-1954 to mid-
1955, price increases had been selective,
affecting mainly some basic materials. After
mid-1955, increases extended to steel prod-
ucts, building materials, fuels, paper, and
various finished products. During the sec-
ond quarter of 1956, the general average
leveled off and a few materials declined, but
subsequently prices of industrial commodi-
ties advanced further.
By mid-October 1956, before recently an-
nounced advances had been fully re-
flected in the indexes, prices for about one-
third of the leading subgroups of industrial
commodities shown in the chart were up
10 per cent or more from mid-195 5. Prices
of iron and steel as a group, including scrap,
increased 18 per cent, and coal, various
building materials, and most types of finished
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NOTE.—Based on leading nonfood subgroups in the Bureau of Labor Statistics wholesale price index. October 1956 estimated by
Federal Reserve.
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machinery and automotive products were
also up 10 per cent or more. Heating equip-
ment, petroleum products, paperboard and
paper products, and rubber products were
up 5 to 10 per cent.
Prices of crude rubber, lumber, plywood,
and wastepaper, which rose substantially
during the 1954-55 recovery and advanced
further to early 1956, have since declined to
about the mid-1955 level. Other subgroups
of commodities that in October were at or
below their mid-1955 levels include house-
hold appliances, synthetic textiles, crude
drugs, and plastic materials.
Capacity and output. The strength of de-
mands has been reflected in capacity opera-
tions in many basic manufacturing lines
since late 1955, exerting upward pressures
on prices and reinforcing claims for higher
rates of pay. Gains in output per man-hour
accompanied expansion in manufacturing
output from mid-1954 to early 1955. Sub-
sequently, however, the rise in productivity
leveled off as output approached capacity in
many lines, and increases in wage rates
tended to be reflected to a greater extent in
rising costs.
Since mid-1956 wage rates have been
advancing, but output per man-hour ap-
parently has been rising again. As new and
improved productive facilities are brought
into operation as a result of the large vol-
ume of plant and equipment expenditures,
further gains in productivity may operate to
limit upward pressures on prices.
Pig iron and steel production has been at
capacity since late 1955, except for strike
interruptions, and steel scrap prices have
risen further, to a level three-fourths above
mid-1955. Stocks of steel were accumu-
lated early this year, but inventories declined
during the strike in July when steel output
dropped to 15 per cent of capacity. The
rate of capacity utilization in some other
basic industries, such as aluminum, cement,
and paper, has also been very high.
Capacity and output in these and a few
other lines of activity are summarized in the
accompanying chart. With the major ex-
ception of synthetic fibers, output of the
materials included has been near capacity
levels in the postwar years, except during
the recessions of 1949 and 1954.
Capacity to produce the older types of
synthetic fibers overreached requirements by
1953. Before as well as since 1953, cotton
MAJOR MATERIALS
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NOTE.—Based on data for primary aluminum, pig iron, steel
ingots, cement, paper, paperboard, petroleum products, and
synthetic fibers, combined with value-added weights. Output
is adjusted for seasonal influences only in July and December.
Latest output figure is for October.
supplies have been large. Reflecting ample
supplies of fibers and yarns and only mod-
erate growth in demands, upward price
pressures have not developed in the im-
portant textile-apparel areas.
Wage rates have advanced in textile as
well as other industries this year, partly be-
cause of the March 1 increase in minimum
rates under the Fair Labor Standards Act.
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When buying of textiles expanded this
autumn, prices rose moderately.
Metals and products. Steel prices rose 6
per cent in the summer of 1955; further ad-
justments during the winter lifted prices 9
per cent above the mid-1955 level. After
settlement of the work stoppage this past
summer, wages and other benefits to workers
in the steel industry were increased, and
prices were raised 6 per cent. Contract
terms provide for additional increases in
wage rates in mid-1957 and mid-1958.
Prices of nonferrous metals, already con-
siderably above their 1954 lows, rose one-
fifth further from mid-1955 to the spring
of this year. Copper and products, which
accounted for most of the increase, have de-
clined sharply since April. Supplies im-
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Reserve.
proved this year as capacity expanded and
work stoppages reduced output less than in
other recent years. Aluminum prices were
raised again this summer to a level 17 per
cent above mid-195 5.
The higher prices of metals shown in the
chart, together with increases in prices of
other materials and fuels and in wage rates,
have exerted upward pressures on prices of
finished metal products. With demand
strong for most types of machinery and
equipment, price increases have been gen-
eral. Moreover, advances in prices of struc-
tural steel and other heavy building mate-
rials together with higher wage rates in con-
struction have increased the cost of improv-
ing and expanding industrial facilities. Also,
financing costs for plant and equipment
have risen.
Competitive pressures have been greater
in markets for consumer metal goods than
for business equipment, and price changes
have been more diverse. In late 1955 fac-
tory list prices for newly introduced 1956
model autos were about 5 per cent higher
than prices for the previous model. With
demands for new cars not so strong this
spring and summer as a year earlier, prices
to consumers apparently were up somewhat
less than list prices. Factory prices for the
new models being introduced this autumn
are about 7 per cent higher than a year
earlier, and early response to the more
extensively redesigned autos is reported
strong.
Wholesale prices of household appliances,
and also of television and radios, changed
relatively little from mid-1955 to this
autumn, following earlier declines. Very
high levels of output and sales under strongly
competitive conditions were accompanied by
some reductions in manufacturers' margins.
This autumn, however, wholesale prices of
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a variety of appliances and of television
have been raised from 2 to 10 per cent.
Wholesale prices of a number of other
consumer metal products began to rise in
mid-1955, as shown in the chart on the pre-
ceding page, and averaged 5 per cent higher
by October 1956. Furnaces, hardware, and
auto batteries were up 10 per cent, and
various other products were up from 2 to 10
per cent.
FARM PRODUCTS AND FOODS
Farm prices have strengthened this year, fol-
lowing a steady, substantial decline from the
peak of early 1951 through 1955. The
strengthening has reflected expanding con-
sumer demands for food products, Federal
Government programs to stimulate exports,
and, to some extent, the soil bank program.
Price support levels are higher for some com-
modities this year, and lower for others.
The influence of further expansion in con-
sumer incomes and demands has been most
prominent in livestock markets. Prices rose
sharply from the seasonal low of late 1955.
In early November 1956 they averaged
about 10 per cent above a year earlier.
Livestock slaughter, which rose 10 per cent
during 1955, has leveled off. Indications
for this winter are that hog marketings
will be smaller than a year ago, and that
cattle marketings will be about the same.
Output of poultry and eggs has increased
further this year, and in October prices were
15 per cent lower than a year earlier. Milk
production also has increased but, with fur-
ther growth in population and incomes and
with higher Federal support levels, prices
of dairy products in October were up 3 per
cent from a year earlier.
Prices of most crops in October were
moderately above those of last season. Feed
grains averaged 7 per cent higher. Pro-
duction of feed grains is close to that of
a year ago and total supplies, including
carryover stocks, are in record volume.
However, Federal price support levels are
higher.
Prices of fruits and vegetables, including
potatoes, averaged about 10 per cent higher
in October than a year earlier. Neverthe-
less, they were well below the exceptional
peaks reached at midyear when market sup-
plies were limited by earlier unfavorable
weather.
Cotton prices in October were 3 per cent
below a year earlier, largely because Federal
support levels are 5 per cent lower this sea-
son. Stocks of cotton continue very large.
Exports of agricultural commodities have
increased this year, due partly to expansion
in Government export programs. In the
first half of 1956, such programs financed
about two-fifths of agricultural exports.
Also, Government export prices for cotton
were reduced.
Farm land values were at a new high at
midyear, 3 per cent above a year earlier.
The rise reflected stronger prices of farm
products as well as the continuing influence
of demands for enlarging existing holdings,
for investment purposes, and for nonagricul-
tural uses.
CONSUMER GOODS AND SERVICES
Consumer prices have advanced 2 per cent
since early this year, following more than
two years of little change in the over-all aver-
age. Service costs have risen further, and
retail prices of foods and various other com-
modities have advanced.
In 1955 the continuing postwar advance
in service costs accelerated. Average prices
of nonfood commodities, which had been
declining, turned upward after the rise in
wholesale prices of industrial commodities
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began. But food prices declined, as the
chart shows.
Retail prices of foods have advanced 4
per cent since early this year and are slightly
higher than in mid-1955. The greater than
seasonal increase in the spring reflected
larger consumer demands, higher farm
prices, and increased costs of processing and
distribution.
Average prices of all items other than
foods have advanced 2 per cent this year and
are 3 per cent higher than in mid-1955. For
a variety of personal services, and also for
rents, rising wage rates have been an impor-
tant factor in the continuing postwar rise.
Increases in productivity tend to be smaller
in this area than in the commodity-produc-
ing sectors of the economy.
Retail prices of apparel, textile house-
furnishings, floor coverings, and new autos
rose 2 to 5 per cent from mid-1955 to mid-
1956. Prices of most household appliances
declined substantially, however, as the prac-





NOTE.—Based on Bureau of Labor Statistics data. Latest
figures, for October, estimated by Federal Reserve.
turers' list prices became widespread. Since
mid-1956, with manufacturers' prices in-
creased and distributors' margins reduced
from those of a year or two ago, retail
prices of some appliances have advanced,
and prices of apparel, textile housefurnish-
ings, and various other products have in-
creased further.
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